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What Goes Into the Price of Gasoline?

Source: Energy Information Administration, U.S. Department of Energy.
     Based on retail price of $3.41 per gallon. (National average for regular gasoline in January 2022.)
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Oil Prices Drive Gasoline Prices

Source: Energy Information Administration, U.S. Department of Energy.
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Gasoline Prices are Volatile

Source: Automobile Association of America.

Average, Jan. 2010-Dec. 2019: $2.938
Average, Jan. 2015-Dec. 2019: $2.465
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               Agency calculations. Based on retail price of $4.238 per gallon (Michigan average for regular gasoline on March 14, 2022).



Michigan Taxes on Motor Fuels

PGasoline
< Increased from 19 cents per gallon to 26.3 cents on January 1, 2017
< Inflationary adjustments began January 1, 2022; increased rate to 27.2 cents

per gallon

PDiesel
< Increased from 15 cents per gallon to 26.3 cents on January 1, 2017
< Inflationary adjustments began January 1, 2022; increased rate to 27.2 cents

per gallon

PSales and Use taxes
< 6% rate, based on price before Michigan motor fuel taxes

PRevenue and distribution
< Gasoline and Diesel fuel taxes distributed to the Michigan Transportation Fund
< Sales Tax distributed according to the Michigan constitution and statute

– 73.3% of Sales Tax to the School Aid Fund
– 10% to constitutional revenue sharing
– 27.9% of rate of 1% to the Comprehensive Transportation Fund
– Remainder to the General Fund
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Average Tax Burden

PThe average Michigan driver consumes approximately
625 gallons per year 
< Average miles driven per Michigan driver in 2019: 14,308
< Average fuel economy in 2020: 22.9 miles per gallon

PAnnual tax costs for average driver
< Michigan motor fuels tax (2022 rate): $170
< Michigan sales tax on motor fuel (assuming $4.238 per

gallon, the Michigan average on March 14, 2022): $140
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Potential Ways Policymakers Could
Lower Fuel Prices in the Short Term

PEliminate/Suspend Federal Motor Fuel Tax
< Affects revenue to the Federal Highway Trust Fund

PEliminate/Suspend State Fuel Taxes
< Affects revenue to the Michigan Transportation Fund
< Potential bonding implications

PExempt/Suspend Sales Taxes on Motor Fuels
< Affects revenue to the:

– School Aid Fund
– Constitutional Revenue Sharing
– Comprehensive Transportation Fund
– General Fund

< Potentially offset by increased spending on other taxable items

PPetroleum Reserve
< Changes supply-side of pricing in spot markets

PAny price-based approach will be partially offset by changes in
quantity demanded

Note: This list is not intended to be comprehensive of all possible approaches, nor does it advocate for any policy change or type of change.
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